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THE PROBLEM

Te estimate the outlock for stabiiity in Iran over the noxt year of a0, and
prohable trends in lran's reiations with the West, the Eloc, and other Midcle Tast

countries.

CONCLUSIONS

_Althoush an interaal move yzamst the
W oenald take pluve at any bme, there
smportant fustofs mentaling arninst
foeventuainy.,  On fdiance, we bes
tat the changes of the Shah's 7e-
wauny in power duniiz the penod of
s estiniate are somewhat beller than
even, (Pcra. 27}

2 Civitian telormest elements opposed o
the Shah are weak and disorzaniced.
Thiz is brus also of the Tudeh {Commu-
misty Party. These groups are unlirely
of themselves 10 pose a serieus chailenge
1o the jresent regime i the near future,
The miiitary hus the power 10 pust the
Shah ur to force him into a subordinate
pesition, and ib secms likely ihat there
are u nunber of otficers wiio would be
ispased  to anove against the regimie

should the upportuiuty arise However,
we have 1o evidenee that such a move is
Likely in the immediate futute. tNaras.
10-224

———
“Rapereades SNTE 34 348, ~&auitity ¢f the Present
feeime Lt Dran” dated o8 Sugust 1558,

3. We remain pessimistic as to the jonaer
teern oullonk for the Bhah's reame, We
believe 1t uninely that he wil offect such
4 funcamental relorn, program as wouid
satisfy naing pepular gemand and broad.
on the Lase of his support sullicientiy 0
insure e stability of his reqime RoY 3
he likoly tu relinguish personal power (0
the poirt where he would be able 10 di-
verd from hamseif criticism of the govern-
1ment. In the absence of such deveiops
manls. 3 move to resiniet his power of
oust him entircly wil be increasingly
Likely. tPara. 28)

4 The Shah's abrupt tennination of
negotiations with the USSR for 3 non-
aggress:an pact and bis desson o sign
the bilateral agreement with the vs

have resuiled in intensified Soviet pres--

sure arainst iran. While we do not be-
fieve that the Soviet Union will invade
fran, it will nrotably briag economic
pressures 10 Lenr and will try to Jud-
vert the Shan's regime by ¢clandesting
means. It may cven prepiote his assas-
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sination by goniest:e dissidents, Jteouid,
1Ot vhouses 10 bring grealer pressure,
toke such cteps us stuging burder incie
dents znd troop maneuvers coupled with
threats 0 send troups into fran under
the 1901 Soviet-frann ‘Treaty.,  any al-
tempt Ly the Iranian Government 10 de-
nounce this treaty, in whole or in part,
would further exacerbate Soviet-iranian
relations.  (lurg. 331

5. We believe it unhzely that Soviet ef-
forts will have a major «ifect on the in.

ternal staothty of the Shah's regime in

the near future. If the USSR employs
a cotebination of the pressures inentioned
above, however, the Shah may become
convinced that these Suviet pressures are
becoming intoleruble. In this event, he
might apan consider modifying Iran's
vutenciten pro-Western fofeinn policy.
Such i duveiopment could pas & serious
threat to US and Free World defense in.
terests i frun and #ould-Tmse new proby
tems fur the general US posttion in the
area. (Perus, J6-37)
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6. On Lalance, we bebwewe the wids ar
amainst the Shah's modilving iran’s pres-
it pobics and that it i lughly unhiznely
that he will sever his basic s with the
US. hindeed, 1n tue Dice of intensitied
Suviel pressure, he witl probably seck exe
punded U3 support more importunately
than zver. (Paro. 13

7. U a resime dominated by top level
military etlicers ¢which might includ
moderate  covilian reformist  eiciuents®
were t tuke powor from the Shabki, 1t
would probuaby continue a generally pro-
Western forcigsn policy and avoid serious
interference with present oo arrange.
meits. 1 maore radical military orlicets
ang eiviian reformists came to power,
they would prodably adupt 3 nectralist,
though rot pecessarily anti-Weetern, pol-
ey, Under such a renme, hedvy pressure
wguld be brought 1o bear for merensed
Tranian coaerol aver of vperations and a
tarpor share of proats, although action
{o take thes over compivtely would hrobe
ably be unlikely at Jeast for some time.
{Paras. 4i<2

DISCUSSION

i. IRAN'S PRESENT POSITION

8. Iran today enjoys tnany udvantages oot
wharcd by sther upderdevclupud Astan-Alncan
counteies,  Mast of jix people have a vrammon
cuttural and rehwous henifage, 8 jung tradi-
tinn of political independentce. and 2 refatively
well developed sense of national wentity. The
taler i vound, personabie. and Vigorous.
Throuzh ats allnge with the West, the Iran.
lan Goverament has securcd substantial mulis
sary and reonomic axastance and suppoit fof
{23 positicn toth nt home and ubroad. itan
is nearly seif-sutficient in aeniculture, has vast
ol) Tesourers, ANt has the wherewithal 1o sup-
pors 2 sulistantial developrionl program.

A, At the same time, the Iranian Gevernment
is eonfronivg v ith erucidd probicms,. The mest
fmportant of these 18 increasing duscenicnt
wilh tRe ext<ting soctal, econonug, wnd pohite
cal orcer angd with the Limited medsdres which
the Shuk has laken toward reform, Tius gn-
pest was manfested in popular support of
Atostads o's Tadical pohcics mm 19311453 It
Jdid At e s eath Mossadeqs ouster. The mass
of the prasanls reman peliticdlly apathetic]
their grivvanees are aganst lardlosds and
Iwvul suticenities pither than duainst the
Shah, ta aham Uy are passivele Joval
Discontent with the governmeht, "however,
touches virtually every other gioup in the
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ey andd cetmtitules W INCressing threst
o Imets stabuity. -
woThe framten Government @ alse uniles
Heavy pressufe from osutside 1t hus aen the
tarze! of #n antense ait fornient Soviet
Catmpaitn, Atoenutely Whrcavrang and ca;ol-
g, wimetd ut bannng ubhout a Teteny e s
teatitioral  puutralist foresn policy. The
Shah': secent action in ambiating and then
Drewking off pegotistions with the USSE for
14 Renasreasen pact Bas atready © suited in

cenies !
groupitoan the cesnliy B 3t
claas 15 Laeet (uT gadi wat Tigh
retorms,. The wnrgune elaad FOpIEe et
@ higher standant of hiving, fnteiicetaals snd
prrafosined enpe fesent thor muhnhty - 19
Ll ok cumthie s arate witle 5
and abisy and thor excle, o
in the government,  All trese

conseious nf e achive fowe they playnd &

Wl

tetisicd Suslet pressure dgumnst hirs The fe Moscadeny feaune. Many o iner Meriers :
Traq tevolution has incfeased the Shab's trel. are suscepUble ta anti-Western propazanca
{rom Ucmmamist and ATub RItNNANST sourees. :

iy of boenyg satrounded by hostile pressifes.
It Bias 2ls0 brosght into baing Canierou. bases
for subversion clase Lo the frann ol compicx
and the Kurdhh minority ared,

5. THE PROBLEM OF INSTABILITY

11, During the past few years the Shah has
cstablished nearly dictatorinl power in Iran.
He Buas 12800 €0 1110 of day-lo-tday ejeratiens
ut the zoverapent and Lus sumpaniv gdise

mrseed silelets who Rave wiploased tam. G0
-

o
rtd meniputated the visctuind provcsses )

14, 10 this Siihtion. the Mua Prop for W

£hah's remme is the womy, "We boleve that "

the army in senerul o8 Inyul o the Stah,
cluetly berause he has mantiined ats phives
foeued positwn a Iranan sociedy and bis pro-
vided BromOLLNS. PAY IRCIeasLs, ard new
rquipment. Mott of ILs conssrvativy feudens
Dolieve thal the Shah can best saferuard 3
$1GLNE U ST DECECIVE HeE nleTests i
in the (el year, howener, el os i
beoua to erneet That there exsise i o

an as vet andetemmnid Cruiir W

st Bis cauirel and the parhament are vand  tion.  Dnocddnics, thefe aiv @ vy s
vaked.  Leaders of dissuient groups afe kept  mucule and teaer Jevel and o AR Y :
Loder close police scruuny and cunsiant Jovel ofier sy whoae Sympatans :
\heeat of atucst,  The press is ciostly con. 7€ with giwtian pefonmast cenwnts, © .
trolled.  Goveranient Sccurily orgarizations. . L e
nutably SAVAK, a.contralized orgumization i POUNICAL SITUATION AND CUTIOCK .. .. ¢
saving both internal and foreign inte!lence  the Shoh's Ederts 1o Maintain Contrel o1
functions established Ly e shain in Noveme Lo S - :
bee 1936, Have come o play an increasingly :: ilco:‘:'.':\; :!'l‘t‘ 2:"‘\!‘.‘.4 ;‘:.\l'cr‘l’!ir:w ol !s-..e' :

. . Mt 1% W.Tha, ¢ Shab-Ras oot Kwete 3
promancat part in Iranian hfe. eo'r'wernm. :v,::.nrdm, Uwe d:s:-,u:'.'._'-r}.'t witl: his .
12 epressive medsures have contribuled 1o rule withon fiss own < UNLTY Ltid Ureamptica- .
stabihly but have not removed the basic  tions of tins discontent for \he future.  En. :
causes of discontent,  Mast of the aprcullural  couraped by e LS, the Shah, in the st pall .
fandd an Tran is stll in the hands of ubsentee  ©f 1958, antrraneed a serws of refonns. Tiese i
Owr.urs. C‘brrup:ion and pcpotism hive fony reforing NG Lee measures intenitied 10 rrsi:_".tl ‘.
been rampant in business and governmental private Suafass achivity Ly, government of- ‘

orsamzations. with mwmbers of tne Shai's
own famly lrng emony the most flagrant
oifenders, Pespite some rerent improvemunts,
the aperation of the tax sysdem remuns it
wquttatie and inetlicient.  Despute rinstantly
arowing oil révenurs and foregn autl, SCTWOVS
Dudpetary problems huve prsen annually.

ficialy and iko roval fam:ly, orders st @t
the reduction ol corruptivd and the inetlis
gieney in the ema! and nuirary scrvices, 4nd
e estabishment of a burean ta revoive the
publir’s complaint s st the povernment,
e achisten endal does paod by e proasanlty
to thar landonts have tven abohished: @ pul

€ And coentacts o
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Do housing propram Bns oven o weiiung Jand a
prraruin wl o codnimatn el putdie duinain
Tands has Deel dtated 10 guppicmcad thy
siabe lumstunuilg wreseam  fof unlnibue.
ticn of crown lands, The Shah hus sl Lo
aun tu hoid regulad press conlerences and 10
tlace sncfeased cmphizsiy On the countny’s
stubstantial veonomic deveispmens vilest.

16, These hinsted social and eronumic reformd
timve already had soine fuvorable impact. M
atuatd Hhiroess oifovhively, they may sat:sfy
at least sume of the mors moderale of i
guorunticd elemnts, and thus improve the
Shah's postbion i e immediate future. U
he ts tu counier the Rfowlig discontent o0
1 longer penod, howesef, more fundamenial
soclal And cconomue feform Medsures will be
required.  He will alse have o ind some way
to provice 3 role an the gavernment for at
feast tha more suphishicated of the disnident
visments. :

= has wiii not e vasy for the Shah te do.
wopersonality afd expenicnee e is reivctant
ty nhure poaer with anyone He reenohizts
thut any oxlehsion of participatien it the
sowethrient will reduce his own opowcer and
frevdom ¢f action, A senies &l thatnughan
it sefarms would he SUFERUOUSL; Oppnsed LY
the st powerful w3ithy and ronscevative
elements who, apart froin the army. ant now
Ris principal support. On the othet hand,
the mere radical reformist groups wuuld prob-
ably be unwiil.ag to ro-operate in an osdeny
pohitiead evoiulion and might take advaniage
o any Ubcruhization {o atiempt (0 oust the
Shah completely. '

1B In wicw of these eansideratinns, we helieve
it vnhkely that the Shah will carry oui &
rrlo/m pIOSaMm SWeeping cnough to win the
supmert ol 2 sulficient number of thost pres-
ently poased I his regome 1o alter Lasically
the int~rpral pahitical sitwation.

Prospects for an Internal Move Against the
Shan

19, The Sh.h's repression ol pelitieal activity

and his effoetive sccurity apparatus kave kepl

oppasition  g'ements disorpanized and off

Lalance, The eivilian refonmists arv clique-

Lig e £ UNah e 0 aTee ph e cuihtion pro.

crani, Musadeg 13 teciise slany wl e
prezent opposticn b shrs <re old wnd Gs-
ervited, afisutel potentiaily tilevuse el
enstun probabiv exwts amoend younzer, fola.
uvely chseure wen. 10 8 esder mnelar o
fasencder), capabae of Falivind the varous upe
prsrtion wrnups, spouhd appacur. SAVAR woud
probabty wentdy and peatrabice um at an
cally stage.

20, AL presoat the most smjortunt of thiv -
vilian nationidist partics appears o be thy Na.
toral Hesistaney Movemenis (NRMI, o fooselye
ket orpamzation of hull-u-down  EfoupRs
WHICH CORS:ECts (Ll 1he 2UCCessor th Judina.
deqs  Natianal  Front Orparization.  I's
teaders are woll-known and mosi are reiatively
moderate in ther outlook., [is intluence 1S
hmited  Blmost enturely to Naterale utban
grouns and 1* Jutks rinancial resources. A
sphnter of the 2R Jed bY Rahint Atsi s mmore
radical and prutably has 2 largef numr of
weatinsl” fetiuaers Wi ARe Tohran Lazaarar
wetran Uaccraty, and among the Lionlem
elergy  BLZoaw abd have govert contacy witn

aeaty nmatmsiiet and Buvid ciements Tie

Communus Tadeh Party. under constant

- partagdemint By ahe sdoenty furees. & ap-

parently wead, althouch 3 sull mantians
an orgumizntion in Tehran and in the Abadan
ated ard has a punher of leuders in teigne in
frag. A generid e do not believe that any
of ail of Lie e cvian graups will eonshiute
a serivus throat to the Shah’s positien dur-
ing tne pend of AL cstimate.

21, The ulustion with rezard to the military
is somewha, guterent. The military is the
mamn suppTt of the Shah's reqime and s
nrobably the nnly proup which has ihe power
15 0ust h'ma or Lo force kim intod subordinate
powtion o i should chocse 1o Un =n. While
tre chancee are that sny hostile group aclive-
Iy planning aclion against ihe Shah would be
uncovetes! B ane of the secubity oTIANI-
tions, his cannol be assumed. 1M 3 coup
2roup had cennections within {ne secutily
apparatus itseif, the chances of delcction
would be feducid. The Gharam ineident,
thougl it appears to have beep an isolated
cocurrence, demorstratad the possibility of
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Coalfvetion ca the pact of a lep amhilary

s
. . -
..l.an_.' wloine

s eemmantders i
: Lo the wralthy ¢less atd wouid e nn-
LRy 10 Uppeise dhie Shish univus Loy Locanie
cLavinGed That his reform program was at.
tack:ny thewr class anteresis 100 sevorely,
Others cottie from the urban puddie class,
Busever, and uader certam gircumstances
miuht join with cwiban tefurtnst forces th
an attempt 1o hloraiize the political setup.

aert

an Althouih we have been uniable to identily
any opjosition leaderstp of viganizalian
actuny raddic and junior grade oil'eefs, it
seeriis Lkely that there are 3 pumns of mal-
contents 10 this group who awuld be disnoscd
Lo rmove sagiinst the repamie should \he oppor-
tunily arnse, A large projortiun of thuese
cilicors coines from the urban mucdic o eay,
and many of tiem prabubly share the views
ol the civtlian refotrust grouns. Thoach
relatively well-pard, they €0 not share the
veuted interest of meit of 1he top officers in
the ofelus uo.  Muny of them are probuably
diszruntied with the oorruplion urd lavort-
e Which ate wicespoead i the Jranian mili-
tam, egrealiy i ARe sonior arades. Given
ponular 2na dynamie Leadefship, they couin
jHuvige Gh vitestve insLruinent o2 revalutiun,

27 The lavk of niternative leadership to the
Shah it taitsell 8 patential ganger (o stabiiily
i lran, 1ls asassiration will rermain an
ever-present possibility. 1{ done in conjuin-
tion wilh o voup aitempt, the pssassination
would wu far toward cnsunny its ehanecs of
gncceas.  Morcover, because \he question ol
SUCCUSSION FOmains unscttled, ever the natural
Jeath of the Shah miuht result in a chaotic
strupzle fur power In which conservalive shd
reformist ciements and the army would all
be Involvad., The Communists would prsvally
fuke ndvantape of ruch a situation o peiurn
Tudet. Farly leaders to the country, 12 build

tin February 1958 Malnr General LRIGHEL
Gharanl, former chiel of army Intelitzente. and
fous wrlales Were 3rrested as 3 resulit of ®
conspiracy oreanized by Gharant Thie elemenils
aanclated aith Gharant wers generally pon-
wrrvatore In cullock, They - ppacently dld nnt
have any clear-cut whteetives othier than lo

— e i st

tak> over Lhe goveTiment and trestrict Ahe . .
puwer vl the Shah. revenues vital te the franian Guvernment. i
'
i
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up their nrtanzdlion, and 10 L
feturaast g A e mahl come Lo e
Rurdian wna Araw mnnntios mighl sl tase
adrartaze of the wpheaval to pursue that
particular obectives.

a4 The TMH00 Kurdish Lr.5csmen in notllie

westep Iran afe cwrscenl ot pres at, but they
have been sulweeted (o Iranan feprossien s
ghe past and they desire more eqitable Lreat-

Coment and at the same LMme Rreater TeCeRNg.

tinn of thetr euitural idestity ihan B huw
secorded Shem.  They have no common ead-
erstup and htile “duisprsition to vo~uperate
anony themselves, bul they are capatle of
boing stiered Uik by promises of oyuside aud
toward the establishment-of a united natienal
state inclugng also the Rurds in Turiey,
Syna, and Iraq. The feturn of Mullah Mu-
stafa Barani to Iraq from the USSR, Trzci
prepaeandd incitement of Lhe Kuids ezainst
fran, afd ipgicatiens of a revival of soviet

interest in the abjeet have increased the ap-

prebensions of Ane lraman Government on
oy senre.  witiout substanualintenventicn
Ly Treg or the USSR, the Iranian Rurygs couiy
rot succvs iy resist the Jranian arnad

forces, but they could create disoidcr on such
3 feale as fo tle down 2 darpe peoporuinn of

the framian sosnity forees, thus facihtating
a roup attermsl. .

a5 Tue 250603 Arabs resitting in Khuzision
in seuthwesierns fran appear to te quicscent
at piesent, batan the Jung Fun they wre prob-
ably at feasi & Rredt a potential darger as
the Xurds.
part of the tuSur force in the ol fields, the
Persian Gulf purts. and the sculhern termind
of ine trans-iramiuh raslenad.  They have juet
been Lrewted as second<lass citizens by i
franiun Covernement and have httle lovalty
toward it. Many of them have [umily con-
nections in Jr33 «nd are subjeet 1o Commue
nist ard radical Arab rotiorahst wfluencrs.
While their sbility 10 oppase the Iraman Guve
crnment by force of arms will probaily re-
main vory fimated, Atrikes and sidolage, for
which they have some capubility could disrand
transpuirtalien through the Persian Gulf panis,
interrupt the Svrw of mil, and reguc? the il

Tise Arabs constitule a mujor
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Sioaran’y probemoaf internal sceunity wou'd
Beoselir iy aniensiticd if an aetive campagn
s sublversion sgansl the Shah were 1o be
leunvhed Ly froq. The long cominon Lorder
ard the custoinary movemnent of targe Aume
s of people belween the awo countrivs, as
well as the presence s Irag of 109,000 [runian
nationids, would maky it exirenely ditleult
fur the framan sccunty forces 1o cunlro! 3
subverave movement based an Irag. pare Qu-
taely 1f such 8 movement were supported by
the USSR An obviously forsign-cupporied
subversion campaign of tlhus ind, however,
uspecialiy af it were based on Runonily groups
withe e countsy, would protably have some
viTect 10 r3living patnioiic schtament 10 Lhe
Shah. Wedoubl that such a campaicn would
of iluclf be uble ty overthrow Lhis reime,

The Outlook for the Shoh's Regime

25. Althouzh 2 move uganst the Shah couid
hapoen at any time, there are impontant fac.
tors wuditating asamst such an cventualty.
Trereanciude the apnarenl lack of jeadershud
whd the organiaational weasness ¢f Gppes
tion groups, the existonce of oa ciloetive coun.
h-rsub'u-rw:c apnaratus which has istcnsi-
g vignance Since the [raqoeup, and the
.".' Tunl !rnr in the murds ol 1h7se franians
who ".a;:ht move avsinst the Sash of a vl
orcus US instigated or supported counkerace
tiom agcainst any move to oust him. The
Shuh's recent secial and wvuntumic pelorms,
as woll s sore aimprovem pigin the efllicieney
and mor, » of the armed forees, will also
piobahly xatisfy some of the more moderate
ol eppasition elemerls, at de~st for the Lime
Ieing.  On Latance, thetefors, v bebieve thal
tLe enances of the Shah's remaning in power
guning the peniod of 1lus estunate are some-
what better than ¢ven,

23, Nevertheless, we reman pessinustic s Lo
the Jenger term oytlock for the Shah's re.
pime,  We betieve 11 unbikely that he wall
eifeet euch a fundamental rejorm program
as i xasfy rsing popular demands and
Lroaden the base of his support sufficiently to

meure the stabulity 1 hix regime. Nor s he

3

Lixely to relinguish personal power tn the
point where hie would be able to divert from

ovprnmend, Qs e

el entienmon 2
absenge of H
SUNUL NG JOWer Of W L
Sreome inerenn gy ‘zm
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I, ECONDMIC 5.3".;”‘11""N A'QD CU o

0 the Lasts of surfare
ATATIIN CCOLGMY appears 1o haee
Business acuvily has bern fesf,
pioducts und consumer bless) ane!

Puricd manuractured gocds, are tnan: K
piy. Despite nsing government expotiiitufe,
including ihe grewong defonse burden a..4 ex-
pancing camtal investment, the cost of nving
has not yet increased signticansiy - de-

wtlopment plan has been atdeugticly ﬁnarcﬁd_", ..
ar.d the impact of 30me of'its projecls Lnvuld

001 Bein o be felt. The romant resivnation
of the unpoputar Hut honest Jdavetyr &f the
Pian Orpanwzation, Abol Hasun Ebteha), and
the transfer of rosponsib ity fur'the deveinn-

ment progrum from a centraiiied auttonty.

to reselar government channels mgoy bhave
somie adverse efects on thie €oveinpm :
wram, ihe extent of which 34 3'sy
O S55088,

serrous bave econom:e r Mobeny
xolved will r,:';e’. Iran’s mwtr.g
and mutenally ¢

-ament. n.'.lns CCURINTIG PTopless A Bme
srhon, puproved

f.n.n...umc.. nms mn. A u

muddie ¢last, und 3 growing o
""wr:llc Ae¥ WANLS fiuiler l"
present ones A Hoence by et Ay
rssanly strengtinen pulitical staiiity:

1. Incone from peimicum isexpectod iocune
tinue o e, despite the redent w=du
Persian Galt ¢rude ol praces. The
recently sLecerddd 1 nesntahing unus
SdvL At AU LS CONCOSSON pufor M nis will fe"-
ean tnlereris, which have eahaned hu pres.
tipe. $fe har used (hese achicvements anih
xome success in ecounter dZ Bioslile rharpes
that dran s Seinu unjustly exphated oy fore
epners. Je Rimeclf s acttely cons=wous of
ihe dataase Jenelo the Trahud cconcmy by

TN e, e e

Mercarer, at us present stace r*. s.c-, .
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[EWINTLIC SRR IS I R R TIENG ot B oenihiRddy an
e mear tusere 13 recK R0 Wdel Tah LNy the
CxLUNI wiTéaneiiens, altheusn Be Wi R
meml corliohiv continue o sovk o odunn for
Iran annereasing sharein the cORLERIE s weil
W the profits of present 0. operutiens. Inthe
tatter fesard, sadications of poowing drinn
discontent wilh the interaational funsorium
arrangement established in 1924 probably
presages a demand for a4 change in the vust-
inyg aurcement,

o

=2 Despatsits larpe and growing incomne (rom
0l und Jospite substantial VS aud, fran has
oueh plagued Dy recurnng budgetary dotiaits.
These deticits Tesult in part from the Hucess
sily to finance Intomal costs nf long-terns fy-
velupment {rom gurrent revepue Althourh
[rax has ambic resourees to maet the foroga
exchange requirements ol a deveivpmoent pro-
cram, the pnmatise financial fustem gocs not
have 5 dom-suic camtal marked shich ¢an
provide the rpteraal furding for such a pro-
wram.- Regardiess of ths Enutation, the Snah
Fog inoisied 01 Jaihwutnd 10 e00N0RUe and
mititary develapmont prReluging mtitary pro-
arams not contempisled an the LS nulitary
a:d program} greater amounts tivaf Iran sane
LCENAL TUsOUTCrs Cull SUEpIrt.
pudaetary cufloils couid prodabiy be elmis
nased by the canceilztion ©f ncincwential de-
velapment projecis, the impesition of stnicter
fiscal procecures and controls, and the 1niro-
duction of 3 more sealistic and cfficient in-
teenul tax srstem.  The Shah, however, is un-
likely to resort to such IMCAVLEANL NCAFUres
as long & he tan induce ine LS to vover his
annual budeetary deficit.  Even il these de-
ficils were elimunated, iran would contin:
to requure substontiai foccizh wasstance o
oreer 1o taintain cconomic and muiitary de-
velop ment programs at their presenl pace.

43. Fo: a lang time to come the lranian ccon-
omy will reman vulnerable toanflation, The
present nbsence of infation. which is ¢f vital
importance from the stanapont of the politi-
cally-conscious wrban nuddle class, has re-
sulted rdinly from fortuitous cirvumstances
— ciurtly @ series of bumper crops. A libcral
impurt pohcy has also contnbuled substans

The resulting,

-3

Lallv,  Nome iBgfoase 4n prices i3 FHEETIR e &
1othh 10 WWCUP SLon, Buw e el g5 4 T
Nty aerei of Gefor o wnd Wil eXnen.
ditures guring the pust lew ) | 3 BHEE
miode Litdle progress toward developung serees
of resrnue vthes un wl sl o &1 tevenues

wrre 1o e eut wil ot spumtirant!y redueed, the

ceonemy would e gnabie ta support SNy
sipfulivant ¢Conoiie or pulttary prosfam.

V. IRAN'S RELATIONS WITH THE US AND
THE USSR

34, During the past several inonihs, thie Ehah
has showR incteasing cunverty uver what he
considers to be Dran's extremely vulnerable
foroinn position.  ile sees Pan-Arabusm, the
revolution tn Iraq. the rupd groath of Com-
munist nfvence in Bauhdad, 2nd cont:nued
Sovict mid 10 Alghanistan as gTavye threats
10 Irat’s secwitw.  [le ias al:o been undet
Soviet nresyae amed ot gething iran 10 fe-
vert 10 & neutralut forcizn poley. In an
effort 10 felicve this presure or in Lhe
hope of vligiting angreased and afit! SCCUT.
commilments from e V3 -eur ;
both — Lo ifudiated nezotgtors for a neas
anression agrevinent wiui ine LIS n Jan-
wvary Mudd

Presitly

n5 The Stah's wbrupt teiminaten of these

nenotistions in early Febiruary and his Je-
cition 1o s:2n 3 biisteral agreement wiih the
U8 resulted inincreascd Soviet prossure. The
USSR has a'reqdy lsunched 8 stoong prepa-
cuhda gampaitn agwnsd Irun and acvmnst
tie Shah persorally. It witl probably brinz
£EOANUE DICSSUTCS 0 Lear ~e 8, Jiscontin-
uance of purchares &f Lranian ¥~ and Lry
1o sutvert the Shoh's renw b elandesting
means. B may even promote hi 3istsisina-
tiun by domestic disidents. While we do
not believe thut the USSH will invade Iran,
it could & it chooses 10 bring Recater pres.
SUres, 1aKe SuLh Slops us SLARINR Foraer incl
dents and roop maneuvers coepicd wath
threats 10 send troops nlo Irun unefer the
1921 Sovit-Iranian Treaty. Any attempl by
the Tranan Govesnment to defounce this
trealy, ah whoiv of it Jht.. wudld further
exa rhate Sovict-iranian relations.
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imoeit ef Ssviet Fresure on inernet
Siezility

TG, Fovits pressurcd seninst fran may cudse
aane @itleuny from the Stanepoint of o
terral svurty. Even af the USSR modifics
175 proaens hustide pohcy twward iran, it will
prebubly alep Up OTRUNZIUSR Ut SuLVLTSIVEe
clvmuits with the pusgose of taking advan.
tage of any meve agunst the Shalk ON bal-
ance. hoaover, we believe it unlikey that So-.
vtet etorts wiil have 3 major erieet on ARe
stabiity oA Lthe Shah's fepime in the pear
ruture.  For onc thing, it would probably
requize sume time for the USSR to orpanize
any substunuial subversive movement wititit
Iran. For another, stiong overt Suviet hos.
vlity towzrd fran might backire and win
for the Shah, temperariy at loast, increased
epuiar support,  In any event, by LeRing
VIZ0rous COUnlcrmeasurcs and with substan-
f:al US sapport, Lhe Shah could probably
sustain himeell

Impoct of Soviet Pressure on Foreign
Policy '
37, AL the same time, if the USSR cmploys -
a4 combination of Lhe pressures mehloficd
sbuve, the Shah may become zonvineed that
these pressuces on lran are becoming intol-
crable. In this evend, he mught sgan con-
sider @ paticy of modilying Iran's outspcken
pro-Western foreign poiicy. Such a develup-
raent coutd pose 8 sefious threat o US und
Free Weond defease anterests an fran and
would rawse new problems for the geaeral LS
prsten n ihe arcd. Howeeer, the Shuah's
roc L to Coinmunist pressure wi'l copend
"n. <y upor. whether or pot he thinks he
is . ong from the U'S at fcust Lhe minimum
apport  he deems  pucrstary for Iran’s
oL hLYy.
18, On balance, we think the odds are sgainst
his modifying Tran’s present policy and that
it 1s highly unlkely taat he will sever his
basic tics with the US. He is prrsonaliy and
culturally priwnted toward Lthe West aud re-
maing aware — a3 40 many jranians == of the

-

- 0

BRI,

VoL

wiapensabulity of US suppurt an
event eivany MINeT wgaression irecied
weaist funt Inoovd, inohic fate of antensi
Foed Soviet presruze, he will predbly seek oX-
terr U8 anppert mare naporiunately than

Wil

ihe

[ B

VI 1RAN AND THE AnAB STATES

2 Lince the aserthnow o the Nun Said re-
. e wit's Lo pstanding concern Vel
raiizal Arab nautionailsm has baen focussed
un Traq. [rag support for Arab and Kurdsh
cuadents withsn Jran and the presence of
several Tudeh Party leaders 1n Paghdad have
given the ¥hak eoed teason to lear the devel-
opmienrt of an fragr dasc of subversion against
him. and Le vl continuc Lo seck ways of
counteting it Recent Iragiinterference 1th
Franian shanpuiy i the Shatl-al-Aral »as re-
mirgetl the Ruh of the threal wheeh a hos.
iriq cun e 1o vital ol exvarts. Grow.
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10 The Shah has equated Nasvrs brand of i
Arab petwenawnm with comrmunusm o8 3 [
thiest f0 hts oun posiion. He has cooper- v -
ated with suety antNusser forces as Turkey B
and Esracl. AL the same tume, Be D abpar- 1 .

ently bueen 1 pressed by whal he doving is
Nassers 9biilF fo exploit both Bast and West
to the advaniaze of ti.e VAR, He may sus
pect that the Wesl s moving toward an
aceummiiaticn 2ath Nossee, and af he were
1o Lecvrie ¢onvineed that thy was the £aae,
he would protadly scek to come (¢ Loims plso.
tran will probasy mantam s 2lum 10 Bah.
rein, witheusn (Uis unhikely o press the cham
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as long as the Untih iwmad in cuntral of :
the island. :
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i, IN THE EVENT OF THE CVERTHRCW
CF THE SHAH

4i. 'a e e-unt that the Shah's personad rule
shiould be succeeded By a renme denenated
Ly conscrvative interesty or (op arruy olticors,
1ty wnitkely tRat there would be any ma)of
chanze tn Jran’s forcign Policy, These Raouhs
are ant-Lommrunit in cutiouk ond wouwic
wank 10 ¢vnlinuc @ benctit frem the US
assistance program. Moderate iefonmict ele-
nnats wauhd provably take a similar athitude.
However, these groups, lacking the Shah's
persunal invoivement in iran’s pro-Western
jesture, would probably be less pro-Western
i AR forvign poliey. and perhaps mave sus.
ceptible to sugrestions for fencwed nepolia-
ticas with the USSR, They m:ghl airo move

srute runily 1o rene oy aate exishing el agtess

rents. .

42 3 oot Taditul PiVLLA{ADIMENS 6F mik.

tacy ollicers duminatod 3 new e trantn
furciun poiscy wouid probaviy 132 @ neus
tralst, @lthough et recvssaniy an aan-
Westora, turn, asd heavy pressute weuld
protabiy be brourht o 3t ferinaronsed
frunian contral Lo e M ILQUAYT SNC AL

jarmer shaee of Brofits. Tie Sdmnees. tee-as

complete takwover of Whe nd AnEusiey wouid
b sncreased, Hnwever, wilh Lhe expenentes,
ol Mosszdeg's du¥s in ming, it s unhxeiv

that even 3 sadical seme would ehimanate

all fereicn paricisauen an the ol andusiry

untioss it could <hawise sonte waj 1o ensurye, -

conlinutd reyenues, . - .

Pt = L]

e

e

et g -

b i e o men s

D
E

2

¢

)
¥

P

T

it T b

'y

D R LI



. IR J
. R T L S w .
R N AT

: Cone, o Lo . L™ . -..-»c...f. ﬂ\.t K . - Ty “‘ \i 4 g

ISR PP A4 iR y o
. - b RN e S
T 0 . .
' . LD - N «
s edwda ...’L- I YRRy 11(.;.!&* M

+

L |
i b m T e B W 8 e e e bl s o ey i P RER By Ao B S A S

L LYE)
pa— -
< a . — . . . e - ) .
e ! wvivie ' r——e-® T N
Lot 1 -p eqe oo - . 1 h e .0 . e — '
\ LI . . w ; . ) .
. ¥ - . f " WIS \... o P e > - Y _
! S B A “ 1 woawnse
: M be s s of ’ PamrnsmE e — e .
R G Ny .....w ! - L T PO BT s
: i, R
) _ 'y - L e I _
*
Sja s e wrinewns
2Ta - Jwl —
. & :.- B B TUITEIN - - - ﬁy
L] b
LI ﬂ .
., ﬂ.‘-.-ll o i .
- o.r .,
2 ' . -
S ree gt . i . ....
e abtey g ,.

&

t g

N AN




